SEP G 1 1982

Dear Applicant:

Your application for exeﬁption from Pederal income tax under the
provisions of Section 501(c)(3) of the Internal Revenue Code has
been counsidered.

The information submitted discloses that you were incorporated as a2
nonprofit organization on . Your purposes are to provide
for maintenance, preservation end architaectursl control of the
residence lots within a certajian tract of property.

Your application reveals that the activities of ycur organization
will consist of collecting fees and dues from ownere of property in
that tract of property; end contracting for the homeowmers for lawn
care, snow removal, pnincing, seal coating, fertilizer and weed
control.

Section 501(c)(3) of the Internal Ravenue Code exempts from Federal
income tax corporations and any community chest, fund eor foundation,
organized and operated exclusively for religious, charitable,
sciertiric, ttsting for public safety, literary or educational
purposes, or ‘or the prevention of cruelty to children or animals,
no part of thr: net earnings of which inures to the benefit of auy
private sharvioldex or individual. "

Section 1.501%)(3)~1(b) of the Income Tax Regulations states that
an organization is orgafized exclusively for one or more exempt
purposes only if its articles of organization limit the purposes
of such organization to one or more exenpt purposes indicated in
Saction 501(c)(3) of the code.

Section 1.501(c){(3)-1(c) of che Income Tax Regulatioﬁs atates that

an organization will be regarded as operated exclusively for ome
or more exempt purposes only if it engages primarily in activities



which accomplish one or oore of the exempt purposes specified in
Section 501(c)(3). An organization will not be s0 regarded if more
than an inaubstantial part of its activities is not in furtherance of
an oxempt purpose of Sactiocn 501(c)(3).

Section 1.501(c) (3)-1(d)(1)(41) of the Income Tax Regulations provides
that an organization is not organized and operated exclusively for
Section 501(c)(3) purposes unless 1t serves a public rather than a
private interest.

Your organization does not meet either the organizational or the
operational tests under Section 501(c)(3). Your Articles of Incorporation
dz now limit the purposes of your organization to Section 501(c)(3)
purposes and do expressly empower you to engage in a pubstantial manner
in activirv'aes which are not in furtherance of Secttfon 501(c)(3) purposes.
None of you- activities are in furtherance of the purposes of Section
501(e){3). Your activitieas serve the economic needs of the owners of
propercy within a certain tract of land and sre not charitable or
e¢ducational within the meaning of Section 501(c){(3) of the Internal
tavenue Code. You are serving private interests vather than public
interests.

Accordingly, it is held that you are not entitled to exemption from
Federal income tax under the provisions of Section 501(c)(3) of the
Internal Bevenue Code, and your request for exempt status under that
section is denied.

Section 528 provides for the fi1ling of income fax retumns of owners of
condominiums, cooperative apartwmemts, and residential real astate
management agssoclations organized and operated to provide for the
acquisition, construction; maragement and maintenance; and care of
association property with respect to a subdivision, development or
similar area used by individuals for residencee. Organizations which
file Federal income tax returas under this section of the code do not
receive & special determination of tax exempt status, but elect each
year to file Form 1120~H, U. S. Income Tax Return for Homeowners'
Association, in liecu of Form 1120 for the taxable year of the
organization. Therefdre, we are making no determination with respect
to the applicahility of Section 528 to your organization.

I1f you do not agree with these conclusions, you may request Appeals
0ffice consideration. To do this, you must submit to the District
Director within 30 days from the date of this letter, a statement of
facts, iaw, and arguments, in duplicate, whichk will clearly set forth
your pogition. You also must state whether you wish an Appeals Office
conference. %ny submission must be signed by one of your principal



« -

officers. If the matzer 1s te be handled by a representative, the
Confarerce and Practice Requirements regarding the f£iling of a power
of attorney and evidence of enrvllment to practice musc be mat,

If you do not protest this proposed determination in a timely manner,
it will be considered by the Internal Revenue Ssrvice as a failuve to
exhaust available adminietrative remedies. Saction 7428(b)(2) of the
Internal Revenue Codo provides in paxt that, "A declaratoxry judgment
or dacrea under this section shall not be issued in any proceading
uniess the Tax Couri, tha Court of Claims, or tho District Court of
the United States for the District of Columbia determines that the
organization involved has exhausted admintstrative remedies available
to it within the Internal Revenue Service.'

On final detarmination, copies of this letter will be forwarded to
appropriate State officials in accordance with Section 6104(c) of the
Internal Revenue Code.

1f we do not hear from you within the time speciffed, this communication
will become our dotermination ia the matter.

Very truly yours,

District Director

Enclosura:
Publication 892





